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Sunmmary

The sinple nono-active fam |y-farm nodel that underlies nuch of
agricultural statistics is not a satisfactory representation of
the conplex structure of EU farming. Many policy issues
requi re a broader view of the econonmic activities of farm
operators. The agricultural household as a basic unit is of

i mportance not only to statistics on personal inconme but also
to farm busi ness data and capital bal ance sheets.

l. | nt roducti on

1. Statistics are inportant to allow the issues that confront the industry
to be defined and to nonitor the effectiveness of policies designed to

* Prepared by M. Berkeley Hill, Agricultural Policy Unit.

GE. 99-
address them In today’'s world both the causes of agricultural problens and
the policies that attenpt to address themare seen to be primarily
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international in nature. 1In such a context statistics are required that are
not only relevant, accurate, and tinely, but they must al so be conparable
across national boundaries. Wthout this, the inportant tasks of contrast
and aggregati on cannot be carried out. |In the EU Eurostat has the

responsi bility for providing statistical |eadership and co-ordinating the

di scussi ons anong the existing fifteen EU Menber States that lead to the
devel opnent of harnoni sed net hodol ogi es by consent. |t also pronotes

di scussions with Candi date Countries (CC) to prepare their accession. O her
bodi es (such as the OECD and FAO) are also inportant in maintaining contact
with the international context in which the EU s statistical system operates
(Li ndner, 1998).

2. In the EU each Menber State has a uni que set of national circunstances
in which to apply the framework provided by the agreed nethodol ogi es,

i ncluding a range of data sources. Consequently, in order to facilitate
progress in applying common definitions and coverages, flexibility in matters
such as data collection has to be pernmitted. Al nost inevitably, this

i ntroduces the danger of |ess than conplete harnonisation in the statistics,
as conprom ses will often be needed when fitting existing national data sets
to EU requirenments. However, another viewpoint is possible — that the
flexibility allowed to Menber States to find solutions based on nationa

ci rcunst ances permts the highest feasible | evels of harnonisation and
reliability to be achi eved

3. The main EU nonetary agricultural statistics currently conprise the
followi ng nmodul es (Calo, 1998; Hill, 1998b)' 2

The Econoni c Accounts for Agriculture (EAA) drawn up for each Menber
State and the EU-15 as satellites within the framework of nationa
accounts. The EAA nethodol ogy contains sonme departures fromthe
treatnent of agriculture in national accounts (reconcilable using a
bri dge account) to nmake the EAA nore appropriate for use in a policy
context. Inportant adjuncts to the EAA are

- A suite of inconme indicators

- Labour input statistics, which are used in the estinmation
of these incone indicators

- Regi onal versions of the accounts in a reduced form

- The SPEL nodel (Sectoral Production and | nconme Mdel)

Agricultural price statistics for agricultural commodities and
i nputs, used in their own right within the nonitoring of policy for
these comodities and in relation to the cal culation of the EAA

The m croecononi ¢ Farm Accountancy Data Network (FADN, or RICA),
conprising accounts col l ected annually from about 57, 000
agricultural holdings, and referring to the agricultural business
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activities taking place on these holdings. Incomes fromfarmng are
estimated (per holding and per unit of I|abour input). The FADN
provi des m croeconomni ¢ data necessary to conpl enent the aggregate
results of the EAA, albeit with a tinme |lag and without conplete
har noni sati on between the two |l evels (of coverage etc.). FADN
activities are co-ordinated by the Commi ssion’s Directorate-Cenera
for Agriculture, not by Eurostat. Publication of results has not
taken the formof an annual cycle, though sumary results appeared
in the Agricultural Situation in the European Union; from 1998
standard tabl es have been available in the Forum donain of the
Conmi ssion’s internet site.

I ncome accounts for the Agricultural Househol ds Sector (IAHS
statistics), this sector being defined so as to include al
househol ds for which i ndependent activity in agriculture is the main
source of incone of the househol d reference person (normally the
head of household). The account covers all sources of househol d

i ncome and deductions, |eading to Net Disposable Incorme, which may
be expressed per househol d, per household nmenber and (by using an
equi val ence scal e) per consuner unit. Supplenmentary accounts for
some countries exist with a broader coverage that includes al
househol ds in which at | east one nmenber has sone income from

farm ng.

4, It should be noted that alnobst all EU-level statistics are dependent on
nati onal data systens, and that national statistics drawing on the sanme basic
data will usually be prepared and published i ndependently, though often using
net hodol ogi es that differ in detail fromthe EU system

5. Both the EAA and FADN / RICA are based on units that are “artificial”
in that they do not correspond to real institutional units. Only the | AHS
statistics, being based on households, are of this sort. This point is
devel oped bel ow.

1. Statistical needs

6. Per haps the weakest part of any publicly financed statistical systemis
t he establishment of what output is required. The need to “devel op and

i mprove” agricultural statistics, referred to in the title of this session
inmplies that the present output nmay be less than optinmal, and that a gap

exi sts between requirenent and provision. The users will be largely, though
not exclusively, the public sector, in a EU agricultural context

predoni nantly the staff of the Commi ssion’s DG VI concerned with the

i mpl enentation of agricultural policy. However, their expressed denand for
statistics will not be neutral; policynakers cannot be expected to press for
on an even-handed basis, statistics that can be used to challenge their
established policy or to pronote alternative actions that they have
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di scarded. The existence of sonme nmechani sm by which the needs of other users
can be articulated should help indicate a nore socially-preferred statistical
m x; these users will include national governnments, adm nistrators concerned
wi t h regional devel opnent, environnent policy etc., the private sector and
academ c researchers. A danger where the provision of statistics is

i ncreasi ngly dependent on finance fromnajor institutional users (rather than
financed directly) is that the statistical authorities may be constrained in
their ability to service the “public good” aspect and may find their

i ndependence t hreat ened.

7. In the US there is a systematically organi sed consultation process

bet ween the providers of agricultural statistics and users and in north
America a history of consultation and public debate (see, for exanple, (AAEA
1972; Baum and Johnson, 1986; Bonnen, 1975; Loyns et al., 1983; Loyns et al.
1986). A similar exercise was conducted by Eurostat in 1997 and 1998

(FADO) (Eurostat, 1997d). This provided a good exanple of the difference
between an “internal” and an “external” assessnent of statistical needs;
while many conmentators stated that, in view of the stated ains of EU
agricultural policy, statistics should be available on the overall incone
situation of agricultural households as a supplenent to (not a substitute
for) existing indicators of the rewards from agricultural production, this
call has not received strong and unanbi guous support fromthe agricultura
pol i cymakers in the Conm ssion.

8. Any indication of the direction in which devel opnment and i nprovenent
shoul d take place nmust inevitably be subjective and reflect the background of
the conmentator. The witer’'s view, expressed here, is primarily that of a
policy analyst and only secondarily as a participant in the devel opnent and
provision of statistics.

I1l. Problens presented at the present |evel of statistical devel opnent

9. In the short termthere are various practical issues that have to be
tackled by the EU s statistical system None go beyond the present |evel of
conceptual devel opnent.

Aggr egat e production accounts

10. A revi sed nethodol ogy for the Economic Accounts for Agriculture (EAA97)
has been agreed (Eurostat, 1997b) and is to be inplenented by Menber States
in 1999. The changes, nade to bring the EAA in line with changes in the
underlying system of national accounts (Eurostat, 1996a; UN, 1993), has

i nvol ved a shift in nmany basic concepts and approaches that have their roots
in aggregate agricultural accounting practices established nore than fifty
years ago. Furthernore, the reinterpretati on of what fornms the agricultura

i ndustry (and the abandonment of the “national farni concept) and certain

ot her decisions in the new nethodol ogy (such as the treatnment of depreciation
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of breeding |ivestock) have introduced conventions that are not found

uni versal |y acceptable®. No doubt there will be practical difficulties in
adjusting to the new system Neverthel ess, the target at which agricultura
statisticians in EU Menber States and in Candidate Countries have to aimis
now clear. The EAA97 is likely also to be adopted by the OECD as the basis
on which it collects and publishes aggregate econom c accounts for its wider
coverage, though sonme small nodifications and extensions are probable.
Labour input statistics, used when generating inconme indicators per work
unit, are concerned with inproving quality, and in particular in clarifying
the distinction nade between non-hired and fanmly |abour; in future the
enphasis will be on a breakdown between hired and non-hired rather than
famly / non-famly, the working relationship being the critical issue, not
fam lial links (Eurostat, 1997a).

Farm | evel production accounts

11. The EU s FADN is undergoing two forns of developnent. First, it is in
the process of adopting a new Farm Return that is expected will include inter
alia optional questions on the non-farminconme of the holder and spouse.
Second, candidate countries are setting up nechanisns, including farm
surveys, to enable FADN s coverage is to be wi dened when they accede to the
EU (Eurostat, 1997a).

12. CECD countries that are not EU Menber States frequently al so have farm
surveys (such as the US Agricultural Resource Managenent Study, formerly
called the Farm Costs and Returns Survey). Gven that the types of data they
collect and the concepts used in drawing up farmaccounts are basically
simlar to those of FADN, it appears feasible for an international set of

m croecononic data to be built up for purposes of incone study, business

anal ysis and for naking conparison between countries to hel p answer policy-
rel ated questions. The OECD s Structural Indicators Project (SIP) goes
partly in this direction. However, for international conparisons to be valid
the results should be harnonised, inplying the agreenment of methodol ogy. The
OECD coul d performa useful role in assessing the extent to which this is
feasible, and the nature of adjustnents that m ght be required.

Statistics on agricultural househol ds — aggregate position

13. Aggregate statistics showing the overall incone of the agricultura
househol ds sector, the suns taken by personal taxation and other forns of
non-optional distribution, and the residual net disposable incone are of
relatively recent origin in the EU, though having a |onger history at

national levels in Germany and France (Hill, 1988; Hill, 1996). Reports of a
mai nly descriptive nature appeared in 1992 and 1995, the regul ar series of
statistics only beginning in 1996 (Eurostat, 1997c; Eurostat, 1998). Based
within the framework of national accounts, these | AHS statistics are, in
nature, a disaggregation of the all-households distribution of incone account
i nto soci o-professional groups, of which agricultural househol ds form one
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group (Eurostat, 1996b). This allows conparisons to be nmade between
agricultural househol ds and ot her socio-professional categories in terns of

i ncome per househol d, per househol d nenber and (by using equival ence scal es)
per consumer unit. |AHS statistics have al ready provided val uabl e

i nformati on on issues such as the extent to which farm households rely on
other forns of income, how off-farmincome adds stability to the total, how
the burdens of taxation and social contributions differ between Menber States
and how they inpinge relative to the average househol d and, perhaps nost
significantly, the generally favourable |evel of incone enjoyed by farm
househol ds conpared with national averages. For the |arge nunbers of
househol ds that operate farns but where the holder’s main inconme is fromsone
ot her (non-farm ng) source, on average agriculture provides only a very ninor
share of their households’ total incone, an inportant finding when

consi dering how agricultural policy reformmnmight affect farm operators.

14. The main short-termobjective in the EUis to fill gaps in the coverage
and to bring results for each Menber State up to date by a system of

extrapol ation. At present countries vary widely in the nunber of years
covered, with few having results that extend to year t-2, a nmmjor constraint
to the use of these statistics in an agricultural policy context. Because
these | AHS statistics were new for nost countries and the availability of
basic data varied, full harnonisation of results has not yet been reached.
This applies not only in ternms of the itens covered in the cal cul ation of

di sposabl e i ncone but al so, and probably nore inportantly, in the nethod for
cl assi fyi ng househol ds; sone derogati on was allowed for countries that could
only use a system based on the main occupation of the head of househol d.
Allied to this filling out of the agreed nethodol ogy, there are sone
refinements that are under consideration, including (a) nodifying slightly
the definition of what constitutes di sposable incone in the interests greater
har noni sation of results (by excluding itens that are difficult to estinmates
in some countries); (b) revising the definition of a household so that it is
confined to the “core” of nenbers that forma cohesive unit for income and
expenditure pooling (typically parents and dependent children and by
excluding other adults who are financially independent). Again, the CECD
could serve a useful role in collecting | AHS statistics for its broader
coverage of countries using the methodol ogy that has already been firmy
established in the EU (OECD, 1997).

Statistics on agricultural households — the microeconom c situation

15. No EU-level statistics current exist at the household | evel that can be
used to conpl enent the aggregate | AHS statistics (in the way that FADN

conpl ements the EAA). This represents a ngjor information gap. Fundanenta
questions in policy renmain unanswered. Despite the weight given to the
notion of a fair standard of living for the agricultural conmunity in policy
statements stretching fromthe 1957 Treaty of Rone to the 1997 Agenda 2000,

at present it is not possible, for exanple, to explore the incidence of |ow

i ncones anong househol ds with farnms, on what types and sizes of farns and in
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whi ch regions the | ow income cases are found, or the socio-econonic nature of
their operators (age, education etc.) or to see how non-farmincone
conpensates for low farmincome. |In view of the heterogeneity of the
occupiers of farms it is no longer safe to assune that the level of incone
fromfarming is any reliable guide to the total income of the household. The
| ack of harnoni sed mi croecononi c data nmeans that findings (reviewed in
(Blandford, 1996; Hll, 1996; CECD, 1995)) are based whatever information can
be found, so that coverage is geographically patchy and handi capped by w de
nmet hodol ogi cal disparities on key vari abl es.

16. The issues to be faced in filling this gap are not prinmarily
conceptual . The | AHS statistics have al ready made rmuch of the required

net hodol ogi cal devel opnents, though in natters such as inconme definition
certain adjustnents nay be required (on matters such as treatnent of

i nsurance paynents and receipts, transfers between households etc.). Rather
the problens are largely associated with the disparate data systens that
exi st in Menber States. These take a variety of fornms — tax records,
househol d budget surveys, adm nistrative registers, farm accounts surveys,
sone co-ordi nated and others not. Sone Menber States have several good
sources, others none (see Table 1). FEurostat could performa useful role in
setting up a target nethodol ogy to which Menber States should aim and could
start assenbling statistics on this basis for countries where mnicroecononic
data already exist. For the other countries without any satisfactory data
source, the gap cannot be filled w thout significant progress at nationa

| evel . Because of the universal relevance of m croeconomic data to policy
i ssues in devel oped countries, the CECD coul d consider how to co-ordinate
such statistics for all its Menbers using a harnoni sed et hodol ogy.

I V. Proposal s for strategic devel opnents and i nprovenents

17. The EU is well provided with nonetary statistics on agricultura

production. They are based on nethodol ogi cal foundations that have served
needs of policy nmakers and anal ysts since the outset of the EU and, in
nati onal fornms, for at least fifty years. However, the passage of tinme has
seen changes in the nature of the agricultural industry and of the
agricultural conmunity that have eroded the assunptions and sinplifications
that link the real world to the statistics that purport to represent it. In
addition, the mx of problems that policy is attenpting to address has
evolved with, in particular, a reduction in the relative inportance of issues
that are centred on the supply of agricultural products (expansion of food
supply, increased self-sufficiency, inproved productivity etc.). This
tendency for conceptual obsol escence in agricultural econom c statistics has
not engendered such an intense debate in the EU as was seen in the US and
Canada, though a case could be nmade that its urgency is now acute.
Table 1. Data sources on the overall income situation of agricultura
househol ds in EU Menber States and ot her selected CECD countries
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EU Farm Fam |y Taxat i on Q her
Menber accounts (househol d) records
States survey Budget Surveys
Bel gi um
Denmar k * *
Ger many * * * *
G eece
Spai n
France * (*)
Ireland * (*)
Italy *
Luxemnbour g (*) *
Net her | ands * *
Austri a * *
Por t ugal
Fi nl and * * *
Sweden (*) *
United * * (*)
Ki ngdom
O her CECD Countries
USA * * *
Canada * * *
Australia * (*)
Japan *
Mexi co *
New Zeal and * (*)
Nor way * *
Swi tzerl and *
* potential or actual regular data source on househol d i ncone
*x occasi onal data source

Sunmari sed from CECD (1997) and derived fromHill (1988) and OECD (1995)

18. Failures in the statistical systemare usually |ooked for in the
neasur enent stage data gathering (sanple size, bias of various fornms etc).
However, insidious but nore fundanental failings nay happen at the stages of
conceptual i sation and operationalisation. The remaining part of this paper
is concerned with a nunber of specific issues that appear to constitute the
basi s for devel opment and i nprovenent in economc statistics.

The basic unit in production statistics and the agricultural industry

19. At aggregate level the agricultural branch concept of the EAA as
applied up to 1998 was one strictly confined to covering agricultura
producti on undertaken by “fictitious” Units of Honbgeneous Production
Though an abstraction, and presenting sone problens in its calculation
(especially on the input side), it had the virtue of being easy to grasp by
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t he non-specialist user of statistics. The revisions under EAA97, in which
the agricultural “industry” conprises agricultural Local Kind-of-Activity
Units (LKAUs, also ternmed establishments), while naking changes to include
sone secondary activities, in practice |eave the general approach
substantially the same because of the attitude taken to “separability”

bet ween agricultural and other forns of production (which is itself sonewhat
arbitrary) and additional conventions adopted as to what can be considered as
a non-separabl e secondary activity (Eurostat, 1997b). Simlarly, in the
FADN RI CA the coverage is of agricultural activity that takes place on

hol dings; with only very limted exceptions, non-agricultural activities that
the farmer engages in, even if they take place on the farm are currently
excl uded.

20. The point here is that such an approach is artificial and increasingly
divorced fromthe reality of firms (or enterprises) that engage in
agricultural activity. The fictitious LKAU unit of the EAA, adopted
primarily to conformw th national accounts nethodol ogy, and the agricultura
busi ness of FADN only coincide with reality if the farmoperators work solely
on the holding in producing primary-stage agricultural comvodities, and
engage in no other forns of productive activity on or off the hol di ng.

Though this sinple nodel of agriculture may hold in some countries,* it is
unlikely to be valid for the EU

21. Among EU househol ds that operate farns, a significant proportion (at
least a third) engage in non-agricultural activity; where data exist over
tinme, it seens that this pluriactivity is an increasing phenonenon
Diversification has |ong been a declared policy aim and is of heightened

i mportance under the Agenda 2000. The approach based on fictitious units
excludes factors that heavily influence decisions on production, |and and

| abour use, investnent and environnental practice and |evels of incone. For
exanpl e, the persistent negative Fam |y Farm | ncones seen anong Dennark’s
cereal producers can only be explai ned by knowi ng the pattern of

i ntergenerational asset transfer, the interest burden incurred and the use of
off-farmactivity to service this debt. Wen statistics rely on concepts
that no |longer bear a close relationship with reality, there is a danger that
t hey becone unsuitable for informing policy and, at tinmes, can be quite

m sl eadi ng.

22. In addition to this explanatory limtation there is a problemwith
data; especially in nicroeconom c sources, the estination of accounts based
on “artificial” units often requires figures to be carved out fromthose that
relate to the broader activities of “real” institutional units, with the
inevitable intrusion of arbitrariness. Households with agricultural holdings
are units that are involved both in production and in consunption, and well -
known difficulties arise if attenpts are nade to separate the two functions.
Thus data systens often assune that all interest paynments relate to
production activities and none to the finance of consunption. However, this
is not a good reason for introducing a further potential source of distortion
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by attenpting to partition the gl obal production activities of househol ds
into their agricultural and their non-agricultural comnponents.

23. An inportant step towards restoring the |link between statistics and the
real world would be to avoid the artificial splits in the activities of basic
units of production that the present nethodol ogies require. This could be
achi eved by

- at aggregate level, introducing new production accounts for the
agricultural “sector” conprising real institutional units
(househol ds and corporate enterprises) whose principal activity
was agricultural production (an approach advocated by the FAO
(FAOQO 1996). Secondary non-agricultural activities would be
included in the output of these units unless there was a cl ear
case that separation took place in the nmanagenent of the other
activities at the unit level. Any agricultural activity that was
part of the output of units that were not agricultural (on the
basis of their nain activity) would be lost to agriculture

- at microeconomnic level, including within the coverage of the FADN
all the production activities of the business unit, not just the
present narrower range. Businesses whose principal activity was
not agricultural need not be covered in data collection, bringing
the macro and nicro approaches into line. In principle, this
applies equally to incorporated and uni ncorporated busi nesses.

For firnms operated by househol ds, though classification would
depend on their independent activity, the principle of avoiding
artificial splits inplies that incone from dependent activity
(whi ch al so can be expected to inpinge on nmanagenent and

i nvest ment deci si ons) should al so be covered.

24, Though there woul d be continuing necessity to generate a production
account based on agricultural LKAUs for the purposes of contributing to
nati onal accounts, it is less certain that the satellite EAA would still be

needed in the longer term There would be the additional virtue that the
proposed “sector” coverage might be nore intelligible; as a concept the new
EAA97 agricultural “industry” is far |ess easy for the non-specialist
statisticians to cone to grips with than the forner “branch” concept.

Capi tal bal ance sheet data

25. Per haps the nost extrenme formof artificiality is encountered with
capital bal ance sheets. These have several potential uses in policy

anal ysis, two of which are particularly inportant; (a) to capture the inpact
on the net worth of the agricultural sector of changes in support spending
(which may not be fully reflected in inconme) and (b) as the basis of

i ndi cators of business stress and viability. Though not yet presented anong
the series of capital accounts for the EU (Eurostat has plans to do so), such
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sheets are prepared at national |evel (for exanple, in Agriculture in the
United Kingdonm). FADN collects data on the asset value and debts of its
surveyed hol di ngs®>. The OECD has plans to collect harnoni sed bal ance sheet
statistics (CECD, 1997).

26. Bot h the aggregate and ni croeconom ¢ approaches attenpt to consider
only agricultural assets (that is, those used in agricultural production) and
agriculturally-related debt. Asset ownership and debt can only be held by
real economic units, predoninantly households® in current EU agriculture, and
not by the fictitious “industry” or “farm business”. The creation of an
agricultural -only capital bal ance sheet requires heroic assunptions in order
to partition the total capital position of farmoperators into agricultura
and non-agricultural conmponents that mirror those of the present incone
nmeasur enent systens, referred to above. Wiile it nmay be quite easy to
designate assets as being agricultural in nature and hence draw up the
positive side of the bal ance sheet (though the treatnent of tenanted | and
requi res special care), the fungible nature of debt inplies that no such

si mpl e breakdown i s possible on that side of the sheet.

27. Even the principle of such a division is subject to criticism

Briefly, when making allocative decisions the institutional unit will not
draw any inpenetrable barrier between its agricultural and other assets (and
debts). Hence in the case of agricultural households, it makes nore sense to
neasur e bal ance sheets that enbrace all assets (those used in production in
agriculture and other independent activities, dwellings and ot her persona
assets) and all debts. Enpirical evidence suggests many farm househol ds hol d
consi derabl e non-farm assets, though such information is not avail able
systematically. However, a nove in this direction requires consideration of
which institutional units are covered. As with |[AHS statistics, it would not
be sensible to include all the assets and debts of every institutional unit

i nvol ved with agricultural production, in however minor a way. A selective
approach is nore appropriate, perhaps using the I AHS criterion of incone
dependency, to include only those institutional units that are deenmed to be
agricultural in nature.

The chal | enge of non-household (famly) forns of agricultural production

28. Farns operated as corporations, or simlar business fornms with their
own | egal identity, are only of nunerical significance in a few Menber
States. The EU s Farm Structure Survey is not a reliable source of data on
this as, in several countries, conpanies that have fam |y ownership patterns
very simlar to those of partnerships are, in practice, returned as

uni ncorporated (Eurostat, 1986). There is sonme enpirical justification in

t hei r managenent behaviour patters for this convention (Harrison, 1975).
Neverthel ess, the enlargenment of Germany has brought with it |arge-scale
farms which are not like fam |y businesses in their structure. More of this
type will enter the EU with enl argenent.
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29. The crux of the problemthey present is how |l abour is treated. Both
the EAA and FADN / RI CA have used neasures of residual income that, in
addition to subtracting fromthe value of output all other paynments, deduct
the costs of hired | abour. How the |abour force on these large units is

classified - as dependent workers paid a wage (which woul d not necessarily
preclude additional paynents related to the enterprise profit) or as
i ndependent workers (non-hired, or self-enployed) — is critical to the size
of the residual incone. It is also affects the nunber of non-hired

(“famly”) work units over which it is conventional to express this incone;
technically there may be no non-hired | abour, and to assune that a single
manager is the nominal “holder” is likely to create an incone-per-person that
is of extreme proportions’. In the | AHS statistics hitherto it has been
assuned that the agricultural househol ds sector does not include househol ds
headed by a reference person whose main i ncone source i s wages earned from
working in a farm ng business; thus according to this definition there may be
no agricultural househol ds associated with these large farmng units.

Clearly, solutions need to be sought urgently on the appropriate treatnent of
t hese househol ds within each approach to i ncome neasurenent.?®

V. Concl usi ons

30. Unl i ke some proposal s that mght have been put forward (such as the

i ntegration of econonm c and environnental accounts, foreseen in the SNA93),
nost of the devel opments and i nprovenents di scussed here are quite nodest in
conceptual ternms. They relate mainly to the data system Wthin the EU the
proposal s concern sone rebal anci ng of enphasis and the filling of gaps data,
particularly in household sector statistics and at m croeconomnmic level. An
extended role for the OECD is suggested in co-ordinating an enl arged range of
internally conparable policy-relevant statistics.

31. A line running through this article is the need to choose a basic unit
for the statistics that bears a closer relationship with the particul ar
policy purpose the statistics are supposed to inform Increasingly this
points to a central role for statistics based on the household. Policy on

the fair standard of living of agricultural households, still the central
pl ank of the CAP, clearly denands attention be given to the household as the
unit and all its resources be covered; and the inportant policy questions

require mcroecononic data in addition to what nay be avail able for the whole
sector. Satisfactory analysis of business behaviour (including capita

bal ance sheets) requires the entirety of business activity to be enconpassed,
not just that part classed as agricultural; where farnms are unincorporated
this too inplies the household should be the basic statistical unit. Wile
the centrality of the household in agricultural statistics is usually seen as
a characteristic of devel opi ng econonies, a strong case exists also in the

i ndustrialised countries. However, a greater wei ght on househol d- based
statistics often involves difficult decisions on which households are to be
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i ncluded. For farns that have their own | egal status, further work seens
necessary to clarify how best to treat themin agricultural statistics.

32. VWil e econony in the statistical systemis |audable, danger arises when
statistics appropriate to particular uses are pressed into service for other
purposes. For exanple, changes in the EAA-related indicators of the
aggregate incones fromagricultural production, though attractive to users
because of tineliness associated with their nanner of calculation, are not a
reliable proxy for changes in the overall or disposable inconmes of
agricultural households or their standards of living. The real world is far
nore conplex than the inplied nodel assunes. Provisional inferences
concerning total inconmes based on what is only a partial contribution to
total incones should only drawn in the context of a w der appreciation of

i ncome conposition. Users may wish to trade-off tineliness for rel evance,

but statisticians cannot avoid sone responsibility for the interpretation and
expl anation of results, a role that nmay make policynakers’ tasks nore conpl ex
and therefore is not particularly wel coned. However, such an iterative
process between users and producers of statistics is fundanmental to the

devel opnent and i nprovenent of agricultural statistics.
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END NOTES

1/ QO her statistics not primarily econonmic in nature include production
statistics for crops and livestock, and the agricultural (farn) structure
survey.

2/ Al but the last formpart of the first wave of the Aquis Comunautaire
that candi date countries are expected to fulfil.

3/ Currently the EAA utilise the concept of the agriculture “branch”,
consi sting of Units of Honbgeneous Production (UHPs) and covering al
agricultural production in whatever type of unit (Eurostat, 1992). This has
been replaced, in the revised EAA97 net hodol ogy (Eurostat, 1997b), by the
agricultural “industry” consisting of agricultural Local Kind of Activity
Units (LKAUs). Because of conventions that have been adopted, the “industry
now covers the same totality of agricultural production as under the forner
system save that for own-consunption found on very snall units (in effect,
donestic garden plots) which is no longer included in the “industry”.
However, there is an extension of coverage in that non-separabl e secondary
activities are now included within the output of the agricultural LKAU
whereas previously they were (in theory) excluded. It is assumed that
separability will always be possible where agriculture would otherwi se be a
secondary activity of a LKAU bel onging to sone other industrial
classification. For criticismof these conventions see (Hill, 1998a; OECD,
1997).

4/ The FAO suggests that the “establishnment”/ LKAU nay, in nost cases, be
equated with the agricultural holding as defined for the Wrld Census of
Agricul ture 2000 (FAOQ, 1996), though the issue of income from dependent
activity is not an issue in such a judgenent.

5/ In the US there are parallels in the Farm Sector bal ance sheets
(aggregate) and the Agricultural Resource Managenent Study (farmlevel).

6/ Strictly, menbers of househol ds.

7/ In the FADN there is a noticeable junp in the magnitude of Family Farm
Incone per Family Work Unit in Germany in the first year in which provisiona
results are available containing farns in the territory of the former CDR

8/ The | AHS net hodol ogy makes provision for incone estinmates for
househol ds that operate farnms as conpanies to be treated as an “add-in”; a
simlar extension mght be provided for househol d on | arge-scal e busi nesses
in Germany and candi date countri es.



